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1. BUSINESS OVERVIEW
Samsung Electronics Co Ltd (Samsung) is a South Korean company founded in 1969 as a subsidiary of Samsung Group. Over the years Samsung has become one the world’s largest manufacturers of electronic devices. The company produces wide variety of consumer electronics, home appliances, information technology products, mobile communications, and device solutions. Samsung’s product portfolio contains televisions (TV), refrigerators, washing machines, air conditioners, printers, monitors, computers, network systems, digital cameras, mobile phones, smartphones, and tablets (Samsung, 2022). Samsung offers solutions to various economic sectors such as retail, hospitality, healthcare institutions, finance, education, and transportation. The business operates across various geographical regions including the South America, North America, Europe, Africa, the Middle East, and Asia-Pacific (Global Data Plc, 2022). 

The success of Samsung in electronics business is recognised globally. The company is an industry leader in technology and ranked as a top 10 global brand (Samsung, 2022). One of the business areas where the company has gained huge success is the TV manufacturing sector. Samsung has been the No. 1 TV brand in the world since 2006. Today, all Samsung TVs for both domestic and commercial usage have smart functionality integrated as standard. Samsung no longer manufactures non-smart TVs (Samsung, 2022). 

The television sector can be described as a relatively stable and matured market. One of the few growth drivers in this saturated industry are the smart TVs (Laricchia, 2022). In short, these devices are integrated with internet connectivity and provide a wide range of features such as video on demand, streaming services, access to different applications and connection to other wireless devices. This means that users can access all the latest films, box sets and play games on their smart TV without the need for separate streaming device.

Smart TVs are extremely widespread in the United States and Europe. Today, over half of the population in Europe and the United States possess a smart TV. In 2020, for example, around 67 percent of the UK households owned a Smart TV. In United States around 82 percent of the population owns smart TVs and the number of connected TV users in the country is projected to reach 113 million by 2024 (Laricchia, 2022).

The increased popularity and demand for smart TVs makes the sector an interesting topic for research. Particularly, Samsung, as a leading brand in the industry, is attractive company that can be analysed and reviewed. The demand and market equilibrium frameworks are a useful tool that can be applied to establish prices of products and services and reflect overall market developments. The report will utilise the demand framework to investigate the smart TV market and examine the current position of Samsung for this kind of products.



2. DEMAND AND MARKET EQUILIBRIUM 
The smart television sector is projected to grow rapidly in the upcoming years. The global smart TV industry was valued at $239.0 million in 2021 (FMI, 2022). The growing demand for smart TV is supported by the increased internet penetration and the growing customer demand for online platforms and applications. The worldwide demand for smart TVs is estimated to increasing at a CAGR of 20.8% between 2022 and 2032, reaching around $1,910.44 million in 2032 (FMI, 2022). 

Despite the increased consumer demand for smart TVs, many markets faced considerable price declines in the last few years due to increased competition and technological manufacturing advancements. For this reason, the demand and market equilibrium are essential economic frameworks that can help to better understand the price changes in the smart TV market.

The smart TV market is an example of a competitive market. The TVs are a popular product and there are many different companies providing smart TVs. Some of the leading players in the industry include Samsung, Sony, LG, Panasonic, Hitachi, and Sharp. The individual suppliers or buyers in the sector do not influence the overall market trends. Hence, the law of demand can be applied to illustrates the relationship between supply, demand, and product prices in the smart TV market.

Demand shows how the market is motivated by customers, who will make their buying decisions based mainly on their income and the price of similar products. The law of demand states that increase in price will lead to decrease in product quantity demanded and reduction in price will lead to increase in quantity demanded. In contrast, the supply is driven by the manufacturers/sellers and their motivation to gain profits. The law of supply says that higher price of a product will increase the quantity supplied (Karl, 2020). As a result, the demand has a negative relationship with price, while the supply has a positive relation with price. Nowadays, consumers can buy larger smart TVs with better picture quality than those from 2017, for example. This is because there are more market players, production costs are much lower, and the manufacturing is much more efficient.

The market will reach equilibrium when the quantity of a product at a specific price demanded by customers equals the quantity that the suppliers are ready to provide at the same price (Karl, 2020). Businesses desire to keep their product supply and price points as close as possible to the equilibrium to avoid excess or shortage of goods. For instance, when the price is too high, there will be surplus. This will reduce profits as demand will decrease and customers will not by their product or look for similar product or a substitute.

Some of the main factors that determine the demand of a product include the price of related products (substitutes or complementary products), consumer income, consumer preferences, buyers’ expectations of price, and demographics.


The availability of substitute products can significantly impact the customers’ buying decisions. For example, if a product price drops and the substitute products are expensive, the demand for a product can increase considerably due to the shift in price. In the smart TV market, new technological developments raise the risk of substitute products. The increasing popularity of smartphones, laptops, tablets, and large-screen computers, endangers the smart TV sector. These devices enable customers to watch films, news, and TV shows not only at home but also on the go. Today, almost everyone has at least a smartphone that allows for internet access and watching films, videos, and TV shows. On the other hand, the cost of these smart devices has been decreasing over the years and there are many affordable options available on the market.


Complementary goods are another factor that can play role in determining the demand of a product or service. A complementary product is a product that adds value to another product when they are used together. If the price of one good increases, demand for the complementary product will drop. The more closely connected the products are, the higher will be the effect on demand. In the case of the smart TV, complimentary products may be considered the various applications that the users of the TV will desire to use.  Netflix and Amazon Prime are good example in this case as they increase the value of the smart TV. The user will utilise these products in conjunction with one another. Buyers are likely to be hesitant to subscribe to Netflix/Amazon Prime on its own. The need for customers to obtain both products have strategic consequences for the businesses involved. For this reason, in the last years there has been rise in the number of strategic collaborations between smart TV producers and streaming media player manufacturers. This helps them expand their portfolio and increase market growth. 


Consumers’ tastes and preferences can significantly influence the demand of any product or service. Currently, one of the main factors that boosts the growth in the smart TV sector is the rising demand for personalised entertainment (FMI, 2022). Following the Covid-19 pandemic, more and more people take pleasure in staying home and enjoy their favourite movies and channels at their convenience. Smart TVs allows users to subscribe to their preferred online streaming services (Netflix, Amazon Prime, Disney), watching You Tube, playing games, and listening to music. 


The demand of products is also impacted buy the consumer income. Buyers’ income and wealth determine their purchasing power. Increase in consumers’ income typically creates more demand as people can afford to purchase more expensive products or purchase more of the products they usually buy. Conversely, drop in income is likely to decrease the demand. Usually, this trend will be valid for more luxury and expensive markets, such as the smart TV sector. The demand for smart TVs is expected to be higher in areas where the population is wealthier and have higher purchasing power.

Consumers’ expectations of the future price of goods can determine the demand of products as well. For example, if the consumers are expecting the price of smart TVs to fall considerably in the future, the current demand will drop because they would prefer to purchase later when prices are lower. In contrast, if consumers are expecting the price of smart TVs to rise in the future, the demand will grow today because they would prefer to pay a lower price today. 
Demographic changes also impact the demand of smart TVs.  In recent years, the average daily time spent watching TV among the young people appears to be decreasing. Today’s younger population spends more time on the other devices such as smartphones and tablets to access on demand streaming services such as Netflix (Stoll, 2022). 













3. ELASTICITY OF DEMAND
Another framework that is used to understand the price shifts in the smart TV market is elasticity of demand. Price elasticity of demand is fundamental economic concept that any company needs to recognise. Price elasticity is essential for effective product forecasting, competitive pricing strategy and building successful business. Markets change constantly and the price elasticity supports businesses establish the balance between supply and demand.

Price elasticity of demand measures the change in the consumption of a product or service in relation to a change in its price. If a product’s change in price causes significant changes in demand, that product is elastic. If the price change in product do not have a significant effect on demand, that product is considered as inelastic (Karl, 2020). Essential products such as food are inelastic as consumers will buy them always them because they need to live. On the other hand, the smart TVs are considered as luxury or non-essential products. When the price of the smart TVs increases too much, it will have a big effect on the demand. Thus, the smart TV market is considered as having an elastic price demand. This means that the percentage change in demand is more than the change in price. In this situation, small fluctuations in price can lead to significant changes in demand volume. The smart TV market can be described as competitive market where consumers will usually base their purchasing decisions on relatively small reductions in sale prices. This is because they perceive them as more affordable.

The concept of price elasticity illustrates that the demand of smart TV market is highly sensitive to price shifts. A decrease in the prices of smart TVs will lead to increased demand. Further, as mentioned earlier, the threat of substitute products can significantly affect the demand of smart TVs. Modern consumers can easily substitute their smart TV for another similar product, and this causes the demand for smart TV to be elastic.  Therefore, lowering the price of smart TVs could increase the customers’ motivation to purchase them in addition to a tablet or a laptop. Additionally, the service life of most smart TVs is high, and thus users do not have to buy them frequently. Even though companies introduce new technological advancements and models to attract more customers to purchase TVs more often, it is crucial to ensure that new models are reasonably priced and affordable. Moreover, the smart TV is expensive product and requires a significant expenditure of the consumer’s budget. 

Over the last few years, the cost of living has been gradually growing. Today, the increase of costs is noticeable for many families struggling with increased grocery shopping, high energy bills and high fluctuations in petrol prices. This means that consumers are likely to spend less money on non-essential goods such as smart TVs. As the buyers’ disposable income drops, the demand for smart TVs is likely to fall following the law of demand. The elasticity of demand will be stronger especially if there are more households on lower income who will struggle to purchase a product that occupies substantial share of their household budget.


It is noticeable that the cost of new smart TVs is significantly more low-priced as compared to their prices and affordability in previous years. In earlier years, for example, Samsung TV prices have been relatively higher than most brands. This is because the expected high quality and features the company attempts to provide. Today, Samsung and other market leaders like LG, Panasonic and Sony are offering much more affordable smart TVs and still providing incredible technology at lower prices (Electronic World, 2022). The high competition in the market and the availability of other more affordable brands has forced Samsung to adjust its prices and respond to the price elastic demand of smart TVs.

There are several reasons why the smart TVs prices dropped over the past few years. First, as with any industry, the high competition in the smart TV market has pushed the companies to lower their prices and offer more affordable devices. Second, over the years the cost of producing smart TVs has dropped as compared to when this technology came onto the market. Today’s manufacturing advancements made the production cheaper and quicker as compared to previous years. Moreover, many big brands like Samsung offer recycling opportunity to dispose an old device when buying a new one. This helps companies to reuse functional components and developed them into newer appliances.

Pricing policy of any product or service requires understanding the product or the service, and the market. Samsung employs competitive pricing strategy on their smart TVs. The company ensures the price of their products is in line with their rivals. Generally, Samsung does not charge an extremely high price or low price to compete with other companies in the smart TV market. As the product usually offer the same benefits to the user, the prices of smart TVs are typically in the same range. Samsung compares their prices with brands such as Panasonic, LG, and Sony to ensure their prices remain competitive.  

Samsung has been market leader in the smart TV sector for the last 16 years. This suggests that the company has managed to adopt successful pricing strategy and gain competitive edge over its rivals. To remain competitive Samsung should ensure that the company adopts pricing policy that communicates to the customers the value which they attach to their product.
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